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THE SOLAR ALLIANCE’S, HAWAII SOLAR ENERGY ASSOCIATION’S,
AND HAWAII RENEWABLE ENERGY ALLIANCE’S
RESPONSES TO INFORMATION REQUESTS PREPARED BY THE COMMISSION’S
CONSULTANT, THE NATIONAL REGULATORY RESEARCH INSTITUTE
Pursuant to the Hawaii Public Utihities Commission’s (the “Commission”) letter, dated
August 3, 2009, The Solar Alliance (“SA”), Hawaii Solar Energy Association (“HSEA”™), and
Hawaii Renewable Energy Alliance (herein after jointly referred to as “SA/HSEA/HREA™)

hereby submits the following responses to the Information Requests (“IRs™) prepared by the

Commussion’s Consultant, The National Regulatory Research Institute.

Respectfully submitted.

DATED: Honolulu, Hawaii, August 13, 2009

MARK DUDA

President, Hawaii Solar Energy Association
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Respectfully submitted.

DATED: Honolulu, Hawaii, August 13, 2009
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During the course of the hearing and in submittals, certain parties described the difficulty
in monetizing state tax credits. The Commission asks for a detailed explanation, citing
the specific tax statutes of the tax credits that developers cannot often monetize. If the
tax credits are useful for some projects, such as residential solar PV installations, but not
others, please specify which projects the specific available tax credits are or are not
frequently available for and why.

Response:

During the course of the hearing and in its submittals SA/HSEA

refered to the tax credit allowed under section 235-12.5(3), Hawaii
Revised Statutes. Since the hearing and its submittals, on June 25,

2009, the Governor signed into law, Act 154 which allows an eligible
taxpayer to elect to reduce the 35% non-refundable solar energy systems
tax credit by 30% (making the effective rate 24.5%) and take the credit as
refundable. (Act 154 is attached.) SA/HSEA/HREA expect this change in
the tax policy to allow the State tax credit to be monetized at the 24.5%
level, though this expectation has not been tested fully because the law
took effect only on July 1, 2009.

With the current economic conditions, in which even fewer entities will
have sufficiently large tax bills to make use of the non-refundable tax
credit, monetization of the State tax credit at the 35% level remains
extremely difficult. SA/HSEA/HREA expect that it will be used even
more infrequently than for the 2008 tax year, on which SA/HSEA’s
previous comments were principally based.

SA/HSEA/HREA note that the 24.5% refundable option is available to
both residential and commercial customers. SA/ HSEA/HREA cannot
provide meaningful insight into the extent to which residential customers
will choose the refundable option when they file their 2009 taxes next
April. SA/HSEA/HREA can, however, report that for commercial
customers it is clearly an important new avenue for accessing the State
mcentive,

However, if there is any amendments in Act 154 in the future,
SA/HSEA/HREA respectfully request that the Commission to reconsider
the FiT rates immediately and not wait for the scheduled evaluation
period. Reconsideration of FiT rates should also take place for existing
FiT contracts whose developers were not able to utilize Act 154 prior to
such amendments.




2. The Commission is evaluating FiT rates that are non-levelized. Like levelized rates, such
rates would provide projects recovery of their costs and a reasonable rate of return. Non-
levelized rates would increase over time based on a predetermined discount or inflation
rate. Pages 27 through 29 of Haiku Design and Development’s opening brief describe
and illustrate such an approach.

The Commission requests that the parties provide feedback on whether such rates, if they
provide the same level of compensation (when adjusting for the time value of money)
would be practicable for developers. In particular, could debt and equity financing
structures accommodate rates that provide lower compensation early on and more
compensation later, reducing early cash flow? Would doing so increase the overall
required FiT compensation?

Response:

Yes, such rates, if they provide the same level of compensation (when adjusting for the
time value of money) would be practicable for developers.

Yes, debt and equity financing structures could accommodate rates that provide lower
compensation early on and more compensation later, reducing early cash flow.

However, the initial value must not be so low that insufficient cash flow in early periods
forces the use of more debt, increasing project costs.

No, it would not increase the overall required FiT compensation.




CERTIFICATE OF SERVICE

The foregoing Responses to Information Requests was served on the date of filing by

hand delivery or electronically transmitted to the following Parties:

CATHERINE P. AWAKUNI
EXECUTIVE DIRECTOR

DEPT OF COMMERCE & CONSUMER AFFAIRS

DIVISION OF CONSUMER ADVOCACY
P.O. Box 541
Honolulu, Hawaii 96809

DEAN MATSUURA

MANAGER

REGULATORY AFFAIRS

HAWATIAN ELECTRIC COMPANY, INC.
P.O. Box 2750

Honolulu, HI 96840-0001

JAY IGNACIO
PRESIDENT

HAWAII ELECTRIC LIGHT COMPANY, INC.

P. O. Box 1027
Hilo, HI 96721-1027

EDWARD L. REINHARDT
PRESIDENT

MAUI ELECTRIC COMPANY, LTD.
P. O. Box 398

Kabhului, HI 96732

THOMAS W. WILLIAMS, JR., ESQ.

PETER Y. KIKUTA, ESQ.

DAMON L. SCHMIDT, ESQ.

GOODSILL, ANDERSON QUINN & STIFEL
Alii Place, Suite 1800

1099 Alakea Street

Honolulu, Hawaii 96813

ROD S. AOKI, ESQ.
ALCANTAR & KAHL LLP
120 Montgomery Street
Suite 2200

San Francisco, CA 94104
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MARK J. BENNETT, ESQ.

DEBORAH DAY EMERSON, ESQ.

GREGG J. KINKLEY, ESQ.

DEPARTMENT OF THE ATTORNEY GENERAL
425 Queen Street

Honolulu, Hawaii 96813

Counsel for DBEDT

CARRIE K.S. OKINAGA, ESQ.

GORDON D. NELSON, ESQ.

DEPARTMENT OF THE CORPORATION COUNSEL
CITY AND COUNTY OF HONOLULU

530 South King Street, Room 110

Honolulu, Hawaii 96813

LINCOLN S.T. ASHIDA, ESQ.

WILLIAM V. BRILHANTE JR ., ESQ.

MICHAEL J. UDOVIC, ESQ.

DEPARTMENT OF THE CORPORATION COUNSEL
COUNTY OF HAWAII

101 Aupuni Street, Suite 325

Hilo, Hawaii 96720

MR. HENRY Q CURTIS

MS. KAT BRADY

LIFE OF THE LAND

76 North King Street, Suite 203
Honolulu, Hawaii 96817

MR. CARL FREEDMAN
HAIKU DESIGN & ANALYSIS
4234 Hana Highway

Haiku, Hawaii 96708

DOUGLAS A. CODIGA, ESQ.

SCHLACK ITO LOCKWOQOD PIPER & ELKIND
TOPA FINANCIAL CENTER

745 Fort Street, Suite 1500

Honolulu, Hawaii 96813

Counsel for BLUE PLANET FOUNDATION

JOEL K. MATSUNAGA

HAWAII BIOENERGY, LLC

737 Bishop Street, Suite 1860

Pacific Guardian Center, Mauka Tower
Honolulu, Hawaii 96813
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KENT D. MORIHARA, ESQ. Electronically transmitted
KRIS N. NAKAGAWA, ESQ.

SANDRA L. WILHIDE, ESQ.

MORIHARA LAU & FONG LLP

841 Bishop Street, Suite 400

Honolulu, Hawaii 96813

Counsel for HAWAII BIOENERGY, LLC

Counsel for MAUI LAND & PINEAPPLE COMPANY, INC.

MR. THEODORE E. ROBERTS Electronically transmitted
SEMPRA GENERATION

101 Ash Street, HQ 12

San Diego, California 92101

MR. CLIFFORD SMITH Electronically transmitted
MAUI LAND & PINEAPPLE COMPANY, INC.

P.O. Box 187

Kahului, Hawaii 96733

MR. ERIK KVAM ‘ Electronically transmitted
CHIEF EXECUTIVE OFFICER

ZERO EMISSIONS LEASING LLC

2800 Woodlawn Drive, Suite 131

Honolulu, Hawaii 96822

JOHN N. REI Electronically transmitted
SOPOGY INC.

2660 Waiwai Loop

Honoluiu, Hawaii 96819

GERALD A. SUMIDA, ESQ. Electronically transmitted
TIM LUI-KWAN, ESQ.

NATHAN C. NELSON, ESQ.

CARLSMITH BALL LLP

ASB Tower, Suite 2200

1001 Bishop Street

Honolulu, Hawaii 96813

Counsel for HAWAII HOLDINGS, LLC,

dba FIRST WIND HAWAII

MR. CHRIS MENTZEL Electronically transmitted
CHIEF EXECUTIVE OFFICER

CLEAN ENERGY MAUI LLC

619 Kupulau Drive

Kihei, Hawaii 96753




MR. CHRIS MENTZEL Electronically transmitted
CHIEF EXECUTIVE OFFICER

CLEAN ENERGY MAUI LLC

619 Kupulau Drive

Kihei, Hawaii 96753

MR. HARLAN Y. KIMURA, ESQ. Electronically transmitted
CENTRAL PACIFIC PLAZA

220 South King Street, Suite 1660

Honolulu, Hawaii 96813

Counse! for TAWHIRI POWER LLC

SANDRA-ANN Y.H. WONG., ESQ. Electronically transmitted
ATTORNEY AT LAW, A LAW CORPORATION

1050 Bishop Street, #514

Honolulu, HI 96813

Counsel for ALEXANDER & BALDWIN, INC.,

Through its division, HAWAIIAN COMMERCIAL & SUGAR COMPANY

DATED: Honolulu, Hawaii, August 13, 2009

MARK DUDA “

President, Hawaii Solar Energy Association
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EXECUTIVE CHAMBERS

HONOLULY

LINDA LINGLE
QOVEANCH

June 25, 2009

The Honorable Colleen Hanabusa, President
and Members of the Senate

Twenty-Fifth State Legislature

State Capitol, Room 409

Honolulu, Hawaii 96813

Dear Madam President and Members of the Senate:

This is to inform you that on June 25, 2009, the following bill was signed into law:

SB464 SD2 HD2 CD2 A BILL FOR AN ACT
RELATING TO TAXATION.
ACT 154 (09) ‘

Sincerely,

LINDA LINGL
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Approved by the Governor

o—wsm . ACT 154

THE SENATE ' _ 464
TWENTY-FIFTH LEGISLATURE 2009 S i B . NO _ SD.2
STATE OF HAWAII " HD.2

| - - C.D.2

“ABILLFOR AN ACT

RELATING TO TAXATION.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF HAWAIL:

SECTION 1, Seetion 235-12.5, Hawaii Revised Statutes, is
amended to read as follows:

. "§235-13. 5 Renewable energy technologies; income tax

'credit. (a) When the requirements of subsectlon {+e+] (d)<are

met, each individual or corpotate taxpayer that files an
individual or cofporate net iﬁeome tax return for a taxable year
may claim‘aAtax credit under this seetion against the Hawaii
state indiﬁiduel or corporate net ineome.tax. The tax credit

may be claimed.for-every eligible renewable energy tedhnology

‘system that is 1nsta11ed and placed in service in the State by a

taxpayer durlng the taxable year. [?hie—efeé&t—she%%—be

1 obie £ . aaﬂa-'a; » ) X '

 Btate-after-June30.—23803-] The tax credit may be claimed as

follows:

SB464 CD2 HMS 2009-4147
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10 | ' . eent—ef+theaetual-cost—or—51 500 —whivhevexr—ig
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{1} For each'sblar energy systém: thirty-fiVe per cent of

the actual cost or the cap amount determined in

subsection (b), whichever is lesgs; or

(2) For each wind-powered energy,systemE twenty per cent

of the actual cost or the cap amount determined in

subsection (b), whichever is less:

provided that multiple owners of a single system shall be

entitled to a single tax credit; and provided further that the

tax‘credit shall bg apportioned between the dwhers in proportidn
to gﬁeir.poptribution to the cost of the sygteﬁ.

| Iﬁ the case of a partnership,.s cofporatidn, estate,lor
trust, the tax_credit_a;lowable is for every eligible renewable
energy technology system that is insta}led,anq placed.ih service
in the State by thé entity. The cost upon whicﬁ the fax credit

is computed shall be determined at the entityzlevel.

.Distribution and share of credit shall be determined:pursuant to
section 235-110.7(a) .

. SB464 CD2 HMS 2009-4147
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{b) The amount of credit allowed for each eligible

renewable energy technology system shall not exceed thé

applicable cap amount, which is determined ag follows:

{1} - If the primary purpose of the solar energy system is

to use energy from the sun to heat.water for household

use, then the cap amounts shall be:

(A) .$2,250 per system for single~famil¥_residéntial
property; " .

(B) $350 per unit per system for multi-family

residential property; and

{C}) $250,000 per system for commercial property; -

(2) For all other sclar energy systems, the cap amounts

shall be:

{A) $5,000 per system for single-family residential

property; provided that if all or a portion of

the system is used to fulfill the substitute

renewable energy technology requirement pursuant

to section 196-6.5(a) (3), the credit shall be

‘reduced by thirty-five per cent of thé actual

system cost or $£2,250, whichever is less;

{B) '$350 per'uni;;per system‘for'multi—family

‘residential property; and

SB464 CD2 HMS 2009-4147
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- {C) $500,000-perlsystem for commercial property:

and

(3) For all wind-powered-energy systems, the cap amounts

(a) $l;500-per system for gingle-family residential

property; provided that if all .or a portion of

" the system is used to fulfill the substitute

renewable energy technology requirément pursuant

to section 196-6.5(a){3), the credit shall be.

reduced by twenty per cent of the actual system

cost or $1,500, whichever is less;

tB) 5200 per unit per system for multi-family

' residential:property;.andj

{C) $500;OOd ﬁer system for coﬁmercial prOpérty..
-3 igl For the purposes of this.sectionzr
"Actual cost" means costs relateé to the'fénewablé energy
technology systems under subseétidn {a), including accessories
and'ihstéllaﬁion, but not including the cost of consumer
incenﬁivé_premiumsAunreiated‘to the operation of themsyste@ or
offéred with the ééle‘of the syétem and costslfor which another

credit is claimed'under'this chapter,

SB464 CD2 HMS 2009-4147
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"Household use® means any use to which heated water ig

commonly put in a residential setting, including commercial

application of those uses,

"Renewable energy techno10gy_system" means a new system

that captures and converts a renewable source of energy, such as

[wiﬂé7—hea%_+se}af—%hefma%+T—ef—}ighé—+phe€eve&%a%e}—éfemf5he

sun] solar or wind energy, into:

(1) lA usable source of the:mal or mechanical enerqgy;

{2) Eleqtricity; or

(3) Fuel.

"Solar or wind energy system" means'any identifiabié
facility;.equipment, apparatus, or the like that convé:ts
[éﬁse&aﬁien] gélgg or wind-energy t§ useful thermal or
electricai eneréy for heating, cocling, or reducing the uée‘of
other typés of energy that aré dependent upon fossil fuel for
their generation.

[4e}] (d) For taxable years beginning after December 31,
2005, the dellar amount of any utiliﬁyrrebate Shéll be deducted
from thé‘cost'of the qualifying systém and its installation
before applying the state tax credit.

[48>] (e) The director of taxation shall prepare any forms

that may be necessary to claim a tax credit under this section,

SB464 CD2 HMS 2009-4147
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including forms identifying the technology type of each tax

credit claimed under this section, whethexr for [selar—thermal

pheotoveltaiefrem—the sun,] solar or wind. The director may .

also require the taxpayer to furnish‘feasohable information to-

ascertain the validity of the claim for credit made under this

section and.may-adopt rules necessary to effectuate the purposes .

of this section pursuant to chapter 91.

[+e¥] {(f) - If the taxrcredit under this'sectioh exceeds the

_taxbayer‘s income tax liability, the excess of the credit over

liability may be used as a credit against the taxpayer's income

tax liability in subsequent years until exhausted[+], unless

otherwise elected by the taxpayer pursuant to subsection {(g) or

‘(h). All claims for the tax credit under this section, -

‘including amended élaims, shall be filed on or before the'end of

the twelfth month following the close of the taxable year for
which the credit may be claimed. Failure to comply with this
subsection shall constitute a waiver of the right to claim the

credit.

SBA64 CD2 HMS 2009-4147
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{g) For solar energy systems, a taxpgyer may elect to

reduce the eligible credit ambunt by thirty per cent and if this

reduced amount exceeds the amount of income tax payment due from

the taxpayer, the excess of the credit amount cver payments due

shall be refunded to the taxpayer; provided that tax credit

amounts properly claimed by a taxpayer who has no income tax

liability shall be paid to the taxpayer; and provided further

SB464 CD2 HMS 2009-4147
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that no refund on account of the tax credit allowed by this

section shall be.made for amounts less than $1.

The election required by this subsection shall be made in a

manner prescribed by the director on the taxpayer's return for

the taxable year in which the system is installed and placed in

service. A separate election may be made for each separéte

system that generates a credit. An election once made is

irrevocable.

{h) Notwithstanding subsection (g), for any renewable

energy technology system, an individual taxpayer may elect to

"have any excess of the credit over payments due refunded to the

taxpayer, if:

(1) All of the taxpayer's income is exempt from taxation

under section 235-7(a) {2) br (3); or

(2) The taxpayer's adjusted. gross income is $20,000 or

less (or 540,000 or less if filing a tax return as

married filing jointly);

provided that tax credits properly élaimed by a taxpayer who has

no income tax liability shall be paid to the taxpayer; and

provided further that no refund on account of the tax credit

allowed by this section shall be made for amounts less than $1.

SB464 CD2 HMS 2009-4147
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A husband and wife who do not file.a joint tax return shall

- only be entitled to make this election to the extent that they

would have been entitled to make the election had Ehey filed a

joint tax return.

The election required by this subsection shall be made in a

manner prescribed by the director on _the taxpayer's return for

the taxable year in which the system is installed and placed in

' service. A separate election may be made for each separate

system that generates a credit. An election once made is

irrevocable.

(1) No taxpayer shall be allowedba credit under this

section for the portion of the renewable energy technology

system‘rquired by section‘196—6.5 that is installed and placed

in service on any newly constructed single-family residential

property'authorized by a building permit issued on or after

January 1, 2010.

{(j) To the extent feasible, using existing resources to

assist the energy-efficiency policy review and evaluation, the

department shall assist with data collection on the following

- for each taxable year:

SB464 CD2 HMS 2009-4147
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‘the number of renewable'energy technology systems that

have qualified for a tax credit during the calendar:

‘year by:

(A) = Technology type: and

(B) Taxpayer type {corporate and individual); and

The total cost of the tax credit to the State during

{2)

the taxable year by:

- (B) -Techhology type; and

(B} Taxpayer type.

(k) This section shall apply to eligible renewable energy

technology systems that are installed and placed in service on

or afterAJuly 1, 2009."

SECTION 2. Statutory material to be repealed is bracketed

and stricken. New statutery material is underscored.

SECTION 3. This Act shall take effect on July 1, 2009, and

shall‘apply to taxable years beginning after December 31, 2008.

APPROVED this 25  day JUN , 2009

L

GOVERNOR OF THE STA F HAWAII




